The Company captures methane, preventing it from being released into the atmosphere, converts it into either renewable electricity or renewable natural gas ("RNG") and sells the renewable electricity and the RNG, taking advantage of environmental attribute premiums available under federal and state policies that incentivise their use.
BUSINESS OVERVIEW
The business, with all its social and environmental qualities, can be difficult at times due to the inherent higher production costs of RNG, as compared to fossil fuel-based energy producers. Factors such as climate, feedstock and biogas composition all impact production of RNG and renewable electricity. Additionally, the process to recover and convert raw biogas into RNG or renewable electricity is capital intensive.
The pricing of the various types of renewable energy produced by the Group is an ever-changing balance between the underlying energy commodity price and any associated environmental attribute premiums that can be realised.
With electricity and natural gas commodity pricing in the US having been depressed for several years while still maintaining a relatively high degree of short-term volatility, the premiums associated with the various environmental attributes produced have become, and will continue to be, a major factor in the profitability of the business.
In this market our focus will continue to be to position the Company and its facilities to capitalise on and leverage the opportunities that develop in the renewable energy markets.
The evolving federal and state regulatory environment mandating the use of renewable fuels can lead to opportunities that allow existing projects to capture additional premiums as they become available. To that end the Company has made the decision to remain flexible in its offtake contract strategy with the goal of capturing and maximising value from these programmes. The EPA will be accepting comments through 17 August 2018 from industry participants (including Montauk) on the volumes which it intends to use in finalising the volume obligations to accurately reflect actual production while promoting the growth of cellulosic biofuels. Montauk has taken an active role in the process by providing comments both individually and collectively through various renewable energy organisations to assist the EPA in setting volume obligations that meet the projected production for the industry. The proposed volume obligations for 2019 are expected to be finalised by the EPA At Montauk we are very proud to be a leader in the renewable energy industry -an industry that is at the forefront of the sustainability movement through the capture and beneficial use of organically generated biogas, which is significantly comprised of methane. Methane, with a global warming potential 25 times greater than CO 2 , is a potent greenhouse gas ("GHG") that is a key contributor to global climate change. 
ENVIRONMENTAL ATTRIBUTE PROGRAMMES
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DEVELOPMENT ACTIVITIES
In October 2016 the Company entered into an agreement with one of its existing landfill counterparties to convert an existing renewable electric project to an RNG facility by building, owning and operating an RNG facility at the Atascocita Landfill in Texas for a term of 20 years from commercial operation. Commercial operation of this RNG facility commenced in the first quarter of the 2019 financial year and the electric generation facility has been decommissioned. RNG from this facility has been contracted for use in the transportation sector to allow for the generation of RINs under the RFS and will commence upon final EPA registration under the RFS and Quality Assurance Plan designation which is anticipated in the second quarter of the 2019 financial year.
In June 2017 the Company entered into an agreement with a new landfill counterparty to operate the gas collection system, and build, own and operate an RNG facility at the Apex Landfill located in Ohio for a term of 20 years from commercial operation. Commercial operation of this RNG project commenced in the second quarter of the 2019 financial year. RNG from this facility has been contracted for use in the transportation sector to allow for the generation of RINs under the RFS and will commence upon final EPA registration under the RFS and Quality Assurance Plan designation which are anticipated in the third quarter of the 2019 financial year.
In April 2018 the Company entered into an agreement with one of its existing landfill counterparties to operate the gas collection system, and build, own and operate an RNG facility at the Galveston Landfill located in Texas for a term of 20 years from commercial operation. Upon commercial operation the output from this new RNG facility is intended to be contracted for use in the transportation sector to allow for the generation of RINs under the RFS. Commercial operation at this RNG project is targeted to commence in the first quarter of the 2020 financial year.
In May 2018 the Company entered into an agreement with one of its existing landfill counterparties to decommission its existing electric facility, and build, own and operate an RNG facility at the Coastal Plains Landfill located in Texas for a term of 20 years from commercial operation. Upon commercial operation the output from this new RNG facility is intended to be contracted for use in the transportation sector to allow for the generation of RINs under the RFS. Commercial operation at this RNG project is targeted to commence in the third quarter of the 2020 financial year.
In July 2018 the Company entered into a joint venture agreement with a dairy farm partner to build and operate a manure digester, and build, own and operate an RNG facility at a commercial dairy farm located in Chowchilla, California for a term of 20 years from commercial operation. The Company holds an 80% interest in the joint venture and it represents the Company's first RNG project on a dairy farm. Upon commercial operation the output from this new RNG facility is anticipated to be 220 MMBtu/day and is intended to be contracted for use in the transportation sector to allow for the generation of RINs under the RFS and LCFS credits under the California LCFS. Commercial operation at this RNG project is targeted to commence in the second quarter of the 2020 financial year.
These additions will further strengthen Montauk's position as a leader in the production of renewable RNG. Montauk uses a three-year trailing average of landfill gas production as part of its forecast of gas control and collection system ("GCCS") output for each subsequent financial year. In financial year 2018 the winter was unusually cold and wet, particularly compared to the last several financial years which were uncharacteristically mild. In addition, dayto-night fluctuations cause movement of wells and GCCS components, affecting quantity, as well as precipitating swings in gas quality and the need for continuous GCCS tuning. These factors impacted landfill gas production for the financial year, especially for Montauk's facilities located in the North eastern US.
MONTAUK'S PORTFOLIO
GAS RIGHTS AGREEMENTS
A critical component of the Company's business is its ability to negotiate and maintain long-term gas rights agreements. Montauk has nurtured excellent working relationships with our waste management company hosts and actively looks to strategically extend gas rights at our project sites. Set forth below is a summary of the expiration periods of those agreements:
RNG facilities -gas rights expiration dates 
TAX CUTS AND JOBS ACT
The 2017 Tax Cuts and Jobs Act (the "2017 Tax Act") was signed into law on 22 December 2017. The 2017 Tax Act significantly revises the US corporate income tax by, among other things, lowering the statutory corporate tax rate from 35% to 21%. The Company remeasured its federal deferred tax asset using the reduction in the US corporate income tax rate, resulting in a tax expense of $5.5 million. The Company continues to explore additional tax credit opportunities (both at the state and federal level), as well as bonus depreciation opportunities to further reduce its effective tax rate.
SUMMARY
Management believes that Montauk remains well positioned to capture both existing and emerging value from developing the renewable energy markets in order to drive long-term entity value.
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